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Agenda

1. History and Status of WQT in WI

2. Trading options for Permitted MS4s

3. Impact of TMDLs

4. Overview of Management Practices

5. Potential Trading Scenarios



Wisconsin’s History with Trading
• In 1997, three water quality trading 

pilot areas were created by statute 
spurred by the adoption of a statewide 
1 mg/L TBEL for TP.

• It proved more economical for facilities 
to conduct treatment upgrades. One 
trade between a small WWTF and 
some farms occurred in the Red Cedar 
Basin.

• With adoption of numeric water quality 
criteria for total phosphorus in 
December 2010, wastewater treatment 
plants faced more stringent effluent 
limits and the idea of water quality 
trading was resurrected.  We had an 
economic driver!  



Statute Updated: Section 283.84 Wis. Stats.

Actual language proposed by point source and environmental groups.
DNR provided informational testimony to the WI Legislature.

Agreement Structure

Trade results in a water quality improvement

Same Basin

No mining, prospecting, bulk sampling

Permits must reflect trades

Pollutant



Guidance Documents Created

• The Department 
adopted two guidance 
documents in 2013.  

• Reflects flexibilities 
negotiated with US 
EPA.

• Department started 
tracking potential 
concerns as we 
implemented the 
trading program to 
inform potential future 
guidance updates.    



Implementation (Late 2019)

Water Quality Trading

• 44 facilities using trading

• Average Credit Need = 430 credits

• Average Project Size = 785 lb./yr.

• Average trade ratio = 1.8:1

Other Numbers by Facility:

• 21 Adaptive Management

• 118 Multi-discharger variance

• 156 still in planning phase 

• 42 individual variance

• 51 upgraded to meet limits

• 229 can meet current limits 

Facilities in red, along with new or expanding 
dischargers, may still use WQT as a final 

compliance option.  Permitted MS4s are also 
exploring WQT.  

Compliance schedules and TMDL 
development schedules impact timing.



WQT Practices Statewide
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2019 Guidance Update Process

• A stakeholder group was assembled to discuss these issues along with other 
potential concerns.  The stakeholder group was comprised of consultants, 
dischargers and their representatives, agricultural groups, and 
environmental groups.  We were able to draw from groups that had 
engaged in water quality trading or were considering it. 

– Site specific baseline

– Credit threshold and interim floor (baseline) 

– Rotational averaging

– Increase interim credit timeframe beyond 5-years

– Eligible trading areas and geographic extent

• The guidance update process was initiated due to a Legislative mandate 
requiring the evaluation of all Department guidance documents. 

• The process corresponded with the release of EPA’s memo and draft policy 
guidance, which at times, dominated the conversations with stakeholders.      



EPA Memo and Draft Policy Updates

• DNR’s current framework was negotiated with EPA and already incorporates 
many of the concepts outlined in the EPA February memo and the 
September draft guidance.  Final guidance has yet to be issued.

• Some dischargers interpreted the EPA documents as they did not need to 
use trade ratios, trading could occur anywhere upstream, downstream or in 
adjacent watersheds, that credits could be banked, and existing or 
previously installed agricultural practices could be used to generate credits.

• EPA’s document used numerous catch phrases that negated much of this 
perceived flexibility:  

– “comply with all applicable water quality standards”

– “be consistent with the assumptions and requirements of wasteload allocations in 
applicable EPA-approved TMDLs, consistent with 40 CFR 122.44(d)(1)(vii)”

– “for facilities subject to permit conditions or other legal requirements, a program 
that uses current conditions as a baseline should require full compliance with legal 
requirements.”



Addressed Stakeholder Concerns

• Trading policy is too complex

– Balancing between a flexible program and complexity.

• Trade ratios are too high

– Projects to date have averaged 1.8:1.

– Trades involving nonpoint can be as low as 1.2:1.  Most reliable 
nonpoint practices have an uncertainty ratio of 1:1.

– Trade ratios provide the flexibility and consistency in the program 
while ensuring water quality requirements are met.    

• Credit Threshold too restrictive

– We have interim credits good for 10 years and through rotational 
averaging have made the credit threshold easier to reach – and more 
accurately depicted. 



Updated Guidance

• Stakeholder input used to draft 
updated guidance.  After an 
additional 21-day comment 
period, it was adopted in June 
2020.

• Built on existing guidance and 
framework.

• Addresses and balances 
stakeholder concerns.

• Builds on new EPA flexibilities 
within the required legal 
frameworks.

• Involved extensive stakeholder 
input.   



WQT for Permitted MS4s

• WQT cannot be used for compliance to meet the 
requirements contained in NR 151.

• WQT can be utilized to meet TMDL reductions. 

• To date, WQT has only been implemented through 
individual permits; permittees utilizing under a general 
permit may need to be switched to an individual permit.     



WQT for Permitted MS4s

• WQT in watersheds requires the 
use of a credit threshold.  

• Interim credits are good for 10-
years and long-term credits are 
good for as long as the practices 
generating the credits are 
installed, maintained, and 
functioning.  

• Permitted MS4s have an extended 
compliance schedule greater then 
the 5-9 years afforded wastewater 
dischargers so interim credits may 
have limited value.   



Credit Thresholds

See DNR guidance for details on credit threshold and interim 
floor values. DNR guidance contains tables covering recently 
completed TMDLs.   



WQT Management Practices



WQT Management Practices

While structural practices maybe attractive, 

greater reductions at a lower cost can often 

be achieved with field practices.   



WQT Management Practices

Dredging is expensive, can have significant 

sediment disposal costs, and credit is only given 

for removal of the active phosphorus pool.  



WQT Management Practices

• These are urban practices meant to treat urban runoff.  Do 
NOT use urban practices to treat agricultural runoff. 

• The high organic and sediment load will quickly lead to 
anoxic conditions in wet ponds and infiltration devices will 
fail due to sediment loadings.    



WQT Scenarios for MS4s

If applicable, 
look at 
utilizing fields 
within the 
capture zone 
of your 
municipal 
supply wells.

These 
capture zones 
are mapped 
and available. 



WQT Scenarios for MS4s

Avoid areas that 

will be developed

Do look for 

conservation 

easements along 

floodplains



New Effort: WQT Clearinghouse

• In response to the emphasis on market-based compliance options, the WI 
Legislature passed Act 151 during the 2020 legislative session creating an 
additional approach for buying and selling water quality pollution credits 
through a yet to-be-established central clearinghouse.

• The law requires the Dept. of Administration (DOA) to partner with DNR to 
solicit a third party to operate a single statewide clearinghouse.  The 
solicitation process involves the following steps:

1. Request for Information – completed

2. Request for Proposals (draft notice period) - ongoing

3. Request for Proposals (final).

4. Evaluation of Proposals and Selection Process.

5. DOA enters into a contract with the clearinghouse pursuant to s. 16.9685, Wis. Stats.



Questions

Matt Claucherty:  Matthew.Claucherty@wisconsin.gov 

Andrew Craig:  Andrew.Craig@wisconsin.gov

Kevin Kirsch:  Kevin.Kirsch@wisconsin.gov

https://dnr.wisconsin.gov/topic/Wastewater/WaterQualityTrading.html

https://dnr.wisconsin.gov/topic/Wastewater/WaterQualityTrading.html

